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ABST5ACT V " i; 

To eiscourage. Sn explicit abd iore coiplete statement 
* of pclicy and cb jectives. so tHat the universities would have iiproved 
opportunities td plan intelligently for the future^ the Council of 
Ontario Oniversities (COO} prepared this brief to suggest to the 
Ontario ^Council on Onitersity Affairs (OCOJL) soie factors to be taken 
intc. account in establishing objectives and policy for capital 
financing, laong the cbjecrtives defeaed paramount by the CbMit^^i^e are 
tbe following-: the adaptation of the existing physical plant ^ aeet 
changing needs^ the preservation of the physical plant for re^isite • 
quality and perforBance^ the replacement of equipient and furniture 

€or r^uisite qaaii-by-a^ perftjrpance,- aitd tfre^ accoMo^tlw 

present enrollient and atnticipated growth in overall- enrollment. 
Sugqested governient policy to support objectives are these: fund 
cyclic reneifal (to include renovations^ alterations^ and the" 
replaceient of furniture, and equipaent)^ fund nev space as necessary, '; 
and fund the rental of temporary space or -^he purchase or rental of 
portable space. The b.rief also lists factors to be considere'd in 
planning fbr the iipleientation of the policy and aids or * j 

prerequisites to capital planning and the equitable distribution of ^ 
funds. Appendices contain three previous pOO subaissiohs on capital 
financing* (JT) , - 
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Dr/ J. Stefan Dupre 
Chairman 

Ontario Council on University Affairs 
801 Bay S^r^et, 2nd F1^5or ^ 



Toronto^ Ontario ^. 



Dear Dr." Dupre : « _ • * 

In connection with the discussion af capital policy scheduled for the May 14-15 
OCUA hearings with the universities, l' am pleased to transmit on tehalf of the 
Council a brief .entitled/ Capital Suppoirt: Objectives, Policy, Implementation . 
Bound with the brief a/ appendices are three previous COU submissions on capital 
financing. , / . . 



The enclosed document was prepared by the Committee oh 
approved for trapfemittal to OCUA \}^ the COU^ Executive 
did not permit / review at ^ meeting of the full Counc"il7 



^tal Finaacing, and 
:tee, since time 



You will iiot/ that the brief outline^ ^ee alternatives-^ to the funding of 
•furniture aAd' equipment replacement. H.|^e re is some difference of opinion 
amongst tbfe universities on which apfifbach would be preferable. The Executive 
Committy recommends to OCUA that the second alternative, based on 'the present 
MCy practice , be chosen. 




John B. Macdonald * 
fecutive Director 
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.^ntroduct ion 




The Conmitjiee on Capital Financing would again ^l ike to 'draw attention to 
its earlier r^compjendations for the need of a set of policies and pro- 
cedures governing the allocation and d istr ibut ion* of capital funds^ for 
Ontario universities. In its Advisory Memorandum 74-IV the. Ontario 
^Council on University Affairs spoke of^"an imfliediate need' for enunciated 
governc:ent objectives in capkitaj assistance^' This matter was raised 
again in Advisory Memorandum 75-VI in which/)CUA made the point that 
there was an even nore urgent need for a l^ic government policy in the 

realr. of capital finance, at least for th4 next decade and perhaps for 

ft 

tlie Dalance oi the century. A number of the elements of a possible policy 
in the capital area are raised by way of questions ir^ the introductionr 
to OCL'A's Second Annual Report which will be published in the near fu.ture. 
In this repdrt (7CUA suggests that the teij^orary su^ension of the Interim 
Capital Formula, and the capital support bas^d upon it, had now gone on 
for such a long period of time as to generate a policy/vacuum. 



The evidence is quite clear from governaent/behayiour during the suspension 
of the formula that the policy in fact is to provide little. or no funding 
fo;: new space, i.e., additional ^or replacemj^nt . Evidence for this was* • 
included in the recent Speech from the T^rope in which it was stated that ' 
" unnecessary expansion of colleges, unlvws4.tie9, schools^ hospitals and 
other major capital projects will \ye curtailed wh'enever possible".* 

During these times of -financial constrai-nt it is easy to understand 
govermnentjs reluctance to provide additional space; however, there still 
•remains t^e unansweced question of how to provide the fundW for necessary ' ' 
new space and for alterations and renovations of existing space (i.e., 



. * Ontario Debates, MarcRy, 1976, p. 180. 



cyclic -renewal) An e?cplicit and more complete statement of policy and •* 

objectives would improve the opportunities for the universities to plan 

ii^telligently for the future, and the Committee on Capital Financing 

would support and enc<Jurage OCUA and the government in this direction. 

' * 'i 

The purpose of this br4.ef paper then is to respond t u ' 6, ot n e of the 
questions in the 'Introduction'' to the Second Annual Report of OCUA and, 
to suggest some factors to be taken* into account in establishing ob- 
jectives and policy for capital financing. In reflecting on theses, it 
seemed to the Committee that objectives might be considered fir^t", then 
a policy for achieving these objectives, and finally planning for the 
implementation of the policy, ^ • ^ * 

Capital Siyp^rt Qbjective'S . ^ 

^ ' •■ ■ . 

Among the objectives deemed to be^^paramount by the Committee are the - ' 

following:, . ' . . - • * v . . 'r^' . - ..^ ' 

\ ' - . 

a) The adaptation of the existing physical plant to meet changing needs. 
Even in tht'^onte^ft of level 'or decrea:singvJSt^dent enrolments, 
> physical plants will require alterations to^ adjust to changes in the 
distribution of student enrolment wi»thia and among institutions, to 
changes in the methodology of * instruction and research, *and to 
changes in code requirements. There is jthe rieed 'to reduce energy 
congumptiorr which necessitates changes in building systems. Besides 

V ... 

the societal expetsjtat ions 'that this be done, such a programme will 
assist universities to maintain ^an acceptable level of operating 
costs and hopefully reduce 'such expenditures. >^ 
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b) The jgrest^rva-ttW ot "the phvKlca^^ for requisite quality^and 

( performance . .JSPxh. build-ings and building' elements wear out or ^ome 

obsolete and require re4}lacement Even wh^n. annual repairs are made 

in ^ systeinatic way, --t^iere con\es^a timje when^ystems need to be replaced. 

However, it is of pr fme im portance for Ontaria universities t»o preserve ♦ 

the physlcai^-^plant ' they currently posses^. 

- \ Th^ roplacero ent of equipment and furniture for requisite, quality'and^ 

por rorniance . Furniture and instructional and research equipnjenD require 
jieriodic replacement and are vfc-ry important elements in the maintenance 

^ ^ of quality and performance of an academic/enterprise, ^ Since ^ome such 
expenditures were incl^uded in capital alpc^t ions- during original 
construction o^ r eftoy^ticin of build ings , rhe requisite funds for 
replacement have ^ngt b^en lo^nd^^ i'^^ opera tin^^grants. There is a concern, 
. .which appears to be -just if ied ,^*That institutions ar^ unable , to adequately 

^^i^iain tain furniture and equipment in the face of other pressures on'- ^ 
.available operating funds/ * ' - ' 



^> The accommodation of present enrolment and- anticipa^ growth in 

overall enrolment ., ^ofne- universities do not feel that they possess 
adequate space for present enrolments *^nd are concerned about 
- • acc-omnfodating enrolment incVeases. • Alinost all forecasters apee-* 

* that universiey enrollments Will- be increasing during the next'five • 
. years. There*" is' je?^ ^agreement as to Vow sharp^ tfee' suVseq^ent 

^ decline will be. Whether the growth over" the next fewyfears.is 
* judged to be. temporary or not, some mean^ must bfe found -to aCcoipmodate 
it.. Th^ most likely mean's Voqld J.Qclude some combination of new 
space, rental or acquisition of -tempbrary ^pace. whether on or off ' ^ 
campus; uwvrfe effective use of existing spacer and perha^ ev6n oVer-' 
•loading or overworking' of existing, space* f dr. iiaiited period* 
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III 'Suggested Government Policy -to Support Objectives 



a) Fund' cvjclic renewal in order to meet objectives (^) > (b) an 
above/ Buildinp, Blocks Number 5 deff.nes eyelid: renewal include 
renovations, alterations and the replacement of f urniture \^n?F^quip- 

< ment. ^The present position of the government and OCUA s^^s to be 
in support of this principle and scfae^ f unds have been jirovided for 
this. JOWEVER THERE ARE NO APPROVED AeCHANISMS FOR (1) ESTABLISHING 
THE MAGNITUDE OF THE CYCLIC RENEWAL ^NDS NEEDED, OR (2) FOR 
ENSURING AN EQUITABLE DISTRIBUTION THROUGHOUT THE^SYSTiM OF THE 
FUNDS CURRENTLY MADE AVAILABLE. Part of the difficu^^^ stems from 
a lack of agreement as to what portion of the cyclic reh^al funds 
should come via capital support and what portion via opera tiqg -grants. 
Thi^ cuestion will be^^^lt. with in more derail below* As to 
magnitude of the support required ,^this has been addressed in Building^ 
^ * Blocks Number 5 , and in other r.eports t,o CUA and ' OCUAM Append ices 

A-C) and interim figures have been recommended for the various com- 
, , ponents. The present study of life costs of building, which is being 
pursued actively should enable us to recommend more concrete figures. 
We have as yet no new information which would enable us to improve 
upon our previous estimates and we can only reaffirm, that in our view 
I they continue to be reasonable, 

b) Fund new space as necessary . It is anticipated that some universities 
t> « ^ - . 

will receive more than their share of the projected ^roi^th and will 

\/ 




* Ont^ri^ University Requirements for Cyclic Renewal Funds forwarded to 
CUA under covering memorandum from L. Hanjgfen dated Jamiary^^A^ 



Capital Financing: Funding by Formula and Cyclic Renewal , October, 1974, 

Report from the Committee on Capital Financing forwarded to OCUA under 
cdyering letter' from John B. Macdonald dated August 13, 1975. 



not be able to cope wlthrthe iHcrease wifrdiTrnew space. The freeze 
on funding has left some, universities with an inadequate amount of 
space or a poor fit of spec ial-purpose -space to the functions for ; 
which it is requires. Where this lack'of fit cannot be corrected " 
sensibly through alterations, new space may be justified. The same 
applies to old buildings. There ma/ be cases where outmoded buildings- 
cannot be renovated and altered at /reasonable cost and where demo- 
lition and replacement is the 'better alternative. Finally, the 
' space needed to house library materials grows almost independently ' 
of enrolment; additions to on-cAmpus libraries and/or the provision 
of regional depository libraries will be necessary. 

-Fund' the -rental of t emporayy space or the purchase or rental of 
portable space . If the magnitude, pf that part of the enrolflient hump 
j^hich is temporary can be e&timated', it may'be in the general interest^A 
to acquire or rent "portkbleV' or to rent off-campus 'space. as a 
bridging measure and as a preferable alternative to the construction 
of new space. .There is some concern however that diTe'to the severity 
. of winter temperatures the modifications that are needed t\keep 
portables heated may markedly aeteriorate the ec^&v of such space. 



Planning for the Next Decade 



/ 



In orde^ to achieve the objectives set forth above, yhether through the 
implenfentation of the policy also suggested above or through some alter- 
native policy, there are certain ai'ds or prerequisites which should be 
provided first and a number o>-fa<^tors to be given -prior . considerat Ian. 

a) Factors to consider in capital planning and distribution ; 

Demograph ic trends^ - more work in the are'a of projecting 
traditional enrolment patterns by region should enable each 
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university to plan more int^lligei^tiy than if it A€^nds solely 
on overall projections for the province. 




(2) Participation rates - cj;janges iti tTie partic ipat-ion^ates of 



either f ull-rajne^'or part-time students couJ.d have a considerable' 

impact on the needs for space and capital* resources . Also, the 
^ entry of students from those beyond the 18 - -Z^^ear age group 

yL ^ could offset the effects of projec»ted declining, enrolments 

* after 1985. Planning becomes almost , impossible unless there is 

a consensus as to the shape and appro'ximate height of the enrol- 

ment graph/ for the aext decade. 

i 

(3) Accessibility policy - it is quite clear'^that the governmentf is 
committ^ in principle to making i^nlyersities accessible to 
those Jho would otherwise be denied such opportunities because 
of economic disadvantages. However sinc^ yfiuch a policy is 
directly related to student aid and sch^arships, 'Xevel of 
* " tuition-fees, numbers and kinds of academic- programmes, support 

for research, etc., the government has yet to commijjnicate' 
clearly and unequivocally what the parameters of 'accessibility 
' * happen to.be. The effects of' accessibility on future enrolment 

y ' - patterns is gelf-evident . * 

"•^^ . ■ ■/ ' , . ;^ 

■ (^) Availability and accessibility of ^temporary space - an exam- 
/ ination of the availability of space in the 'vicinity of each 
. ' V university surplus to the need^^f its present users, e.g, 

. ; / ' high schools, CAAT's, and the stu^s o*f the feasibility of / 
S , using such> space ^should, be conducted. Even though! classroom 

sp^e^ would be one of the easier adaptations of rental space for 
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V 
/ 



for university use, iVonly constitute^ about' 11% of present 

university space.' The K^lowing are approximate current sp^ce 

allocation's in the sys^tem^,. in^ruct'iohal offices (16»); 
^ \ ■ . \ ^ 

admij^istrative offices (7Z); clas&toom-laboratbry (15%); 

research (14%); library (14%) ; physical educatioit^ (6%); general 

(12%); and specia-J use (4%). It is diffieult to asslss at 

present the possibility of utilizing rental apace for all ^ ^ ^ 

urtiversity functions, but even if half of the needs coOld be 

met through the use of temporary space, there are concerns 

. that operating costs may increase due to logistical ^dis/dvantag^s. 

' 'J 

(5) Elements to b'e included in capital support" as distlil^t from 

operating grants - this problem arises primarily /> connect ion ; \ 
with cyclic renewal^, a subject which has been addressed in the 
previous submissions to CUA and OQUA footnot/d earlier in^his 
'paper*. We will'not repeat here the materm included' in those 
spbmissions. 

0 ' 

There has never^been ^jj^ment o.n what exponents of cyclic, renewal 
should be covered by capffal funds anVwhat components by operating 
funds. The two chief areas of uncertainty Velate to the maintenance/ 
preservation, of plant generally add to the replacement of furniture 
ana eqjiipment. In this contex/equipment refers to instructional ^ 
and* research equipment, 'nat Jo equipment whichtnakes up the mechanica^v 
^nd electrical systems of buildings. T^e cost of the latter ha3 



always been- regarded as/proper 




farge against capital 



MCU has \ised an a;rt)itrary but the wliole a workajjle Tule to 
separate maint^Tnance costs, to be borne from^ operating, from 
alterations/Snd renovations which are eligible f or -capital^^upport , 
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According to MCU practice j( project is eligible for capi \^^ su pport 
.Only if its esti-mated^ cQ'&t--exGee^s $25,000. We would recy6inmen& tlhet 
this Rolic'v be contim^ed^on an interim basis only unt>i-«iTf^ aq^ept- 
aSle definition's ape/S^t. * ' - 




The question cxf where to charge ftirniture and^ equipment replacement 
is more difficult. Furniture/equipment costs have in the past been 
eligible for capital support when associated with new construction. 
I niversitie^^ have also spent operating funds on equipm^ent and 
furniture. Previously £lie Cqinmittee on Capital Financing,, supported 
tfy COU, has necommended thS^t furnit>ire and equipment Replacement be. 
funded from capital via a. eye lie/ renewal allowance. MCU^ however. 



/ 



'has follov/ed the practice of ^tTeating^Jjurllttrre^and equipment as 
eligible for capital ^pport oniy^f associated with a major alter- 



ation or renovation /pji^^rfect qualifying under 'the $25,000 rule or 
with new constriictaon. Clearly this question begs an answer and at 
least three alt^xria^i^^es^ight be considered! ' • 




1). Adopt the ^earlier, recopnendation^ of S'Sf and COU and 

, ment and f urniturje-^;^ eligible fpr capital .support . 

Und^f this al^Tern^fivelj^' the ,f unds would be earmarked ^nd cou 




be diverted-to other- uses. 



2)/ Adopt as a matter of policy the 
stated less ambiguously to make 



MCU practice. ThiB .might .be-^' ' 
the cost- of^xeiffacing furniture 
and equipment" eligible for capital support if it is^ associated^""^ 
with projectsj^^hi-eh' would cost $,25',00p or more^efore the - i 
^irii^^tcrsicfn-of the eqilrl^m^t and furniture costs* vduld be 
.tip to, MCU to sat'isfy itself thdt the sums requested f6r equip- 



^ 1 
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isents^^ahd furniture were reasonable for the. project involved. 
Under this alternative the funds tor the"- replacement of^ furniture 
an(d equipment associated with approved projects would be ear- 
mariced. The univS'sities would have to finance all other replace- 
r.ents* from operat fng ' income . ' Shcuuld this alternative be adopted, 
the universities should be expected to estatiUsh reserve funds 
^ carried over from one year to the ngxt to fi^ce. equipment 
r eplace:?.ent . • , 

» ■ - •■ 

Adopt a v^%nt,of the first alternative under, which, a part of 
opera ting*grants would be designated or labelled as that part 
intended to cover replacement of furniture and equipment but 
the universities would be free to spend it as they mi^ht choose . 
subject oply to the general rules covering the use of operaring 
grant mpneys.- 



As indicated earlier, the funding of new space when justified and 
approved. shouli||pnlinue to be- from capit^ funds- as should the 
funding of t>e Placement of existing but outtaoaed buildings. * For. 
the latter, we «j|je-st that they be-treated on'an ad hoc basis which , 
would make |t incumbent on tf^e. individual university to convince MCU 
of the heed to. replace-a building which W cea«ed to be fiActional 
*or cannot be made functional at a reasonable cost. 



b) 



Aids oi prergquisirt-es to' capital planning and the equitable distri- 



bution of funds. 



1> Guidelines for the dete rmination and allocation of cyclic renewal 
fundsg _ These might be included as aj compbneht of a capital 
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fyorinula, but are so significant as ^to demand special attention. 
Enough has been said about the need for thes^e in earlier sub- 
nissions to fender any additio!nal coraadnt here unnecessary'- . 
Since it seems likely that cytlic renewal requirements will turn 
out. to be correlated to ffh'e age of buildings, ' considerat ion 
shauld :be given to obtaining an age pfofile df the "buildings in 
the system as part ol the updated Inventory^. 



2) 



updated space inv^qtory - it is some tim^ sLnce the system- 



vide inventory was taken.- Without an upda ted ijivjeptory'-^leVeloped 

or^ the basis of a common classification scK.eme'i meaningful cotn- 
\ - pan sons, among institutions cannot be made. The cl^s^^ification 

scheme now' exists (revised Building Blocks scheme) ai^^ if 
Oad(:jpi:ed could be used. COU h^s recommended it' To MCU." It wdiild 
. , ai^Ov'be useful if MCU would accept one of the aftern^tive codj0(f^ 

schemes proposed bv the. Commit; t^ee on Capital Financings ' ^ 

-3) Spa^ jtlpijd .titilj.^t ioa statyiards A substantial amotint of ^rfc- . - 
• Has beertVdone* in this ar'fea and the 'adoption of standards p\it>''"\ 
f QTwardv i^^ the Building Blocks publications and subsequent 
, revisions \ia a common set would g?:eatly assist ' la achieving 
equinj^. \Un^ss the ul^lization' of ' existing plants c^n i)e 
as^ses^ed and *<!ompaT^d x>t\ a cpmpa'ra'hle basis a granting agency 
V will h^ye dif ^iipifltSj^ deci<Jing upon^Yvequests for new space, 
jbu^'ldin^ .replac^^b, rent^i. or tempprarjr^^pac^, or eVen major 



aiter;^tfotis. td existing sp^ce*^ 



A) 



Approi^riatetV revised^^d updated space pl:^nning and distribution 
Kuidelxneg as;ia :basis^foir. deci^ion-^Kinj^ on coital Quotation - 
^Space and -utilization '^kt-^hdlirds *it^- not; sufficient . in f hemselves,- 

\ ■■ ■:■ N^'v v.; 
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' they m^st he incorpd^ated. ^jito space allocation or s,pace 
eligibility guideline\ (f or example, a capital formula) to 
render possible a fair >d isXribut ion of capital funds whatever ^ 
thetr lewel. In cd^se of inadequate funding, it would 'still be 
■possible to achieve equity through the application of- a petcent , 
redact ion', in the funds alloc^^ted to every eligible institution. 

^) The planning organization - OCUA, MCU , COU and, individual 

irstitutions together with a variety of ' committees have been 
and -will likely continue to be involved Ui the planning process. 
However, the system lacks any clear delineat ion of " the roles and 
^-v. responsibilities with respect to the planning funcjiioir of the - 
'various agencies of this rather complex and lobselv connected 
structure. Unnecessary duplication of effort aqd loss of- time' 
would be avoided if some attention- could be given to defining 
the roles and responsibilities of the various agencies and 
setting out procedures to be followed. • ' ^ 

Concluding Ronarks ^ ^ 

,The Committee on Capital Financing has been endeavouring over- the past 
^year or two to maintain the momentum of the early 1970' s with respect to 
%he pl-anning of the capital ^ide of the Ontario university system. -No 
one would argue against the use of planning as an inqjort'ant inariagement 
tqol but the government position on capital planning in recent years is 
nat understandable beyond broad concepts, nor isjit predictable. This 
state of affairs has made capital planning ihcreasingiy difficult. Witli- 
out wishing to exaggerate, the history of financial constraints, coupled 
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jVith' an uncertairv future outlook, seem to^ have produced a despondent 
not depressed attitude which is inhibiting future planning. PeVhaps^'his 
is general in pur society -and not confined to the university systemybut 
it does not augur well. The Committee believes that It is essentiafL to 

♦ break this psychological barrier and reactivate capital planning. /As a 
beginning, we might come to grips with the matters raised by OCU) 
Lomented on in this brief. If the totality of these to foo mucn'' to 

x^ontenplate then let us designate a^ribrity order in which they can be* 
tackled and take them one or two at a time. , / 



ERIC 
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APPENDIX A 



COUNCIL OF ONTARIO UNIVERSITIES 
CONSEIL DES UNIVERSITES DE L'ONTARIO 

January *24, 19,74 



Ml) sr oroRGb: sTrk^:t. suite 8039 

10 RON TO ONT ARjIO M5S 2T4 



Menoranciur. 



To: 



Dr. Reva Gerstein 



: rjr.: 



B.L. Hansen 



Subject: Cyclic reneval 

As yeu kncv, COU' and MCU have had unden^^ay an ^important jointly funded 
pilot study attempting to develop concepts and approaches to the measure- 
r.ent of all capital costs over the life of university buildings. Tlie study 
has been conducted by a special task force of the COU Committee on Capital 

. Tinancing, Representatives of MCL- have participated in a most helpful way 
as technical assessors in the deliberations of the task force but will not 

- be bound by any recommendations which might be made by the Committee on. 
Capital Financing or by COL^. * ' 1 

.•\n l:apo'rtant part of the study is concerned with determining the amount 
of capital funds to be provided for cyclic renewal. It was decided this 
^ past fall that COL* would present a brief t© dl?A on cyclic renewal, and .the 
Committee on Capital Financing agreed that it should base its brief for 
ecu's approval and presentation to CUA on the secfion of the Report on 
Building Life Costs concerned with cvclic renewal, 

The at tached^document , Ontario University Requirements for Cyclic Renev 
Funds ,Clt^. 1), was considered by COU at its December, 197/3, meeting aij 
^pproved subject to the additiiop of qualitative informat^n which woulc 
/ reflect the concerns about alterations costs of the old^^r universitieSi 
(The* life cost pilot study .included data from ten of die fourteen Ont^lo 
universities. - Torortto, Queeft's, arid Lakehead were not included; Ot;r&wa's 
data did Tiot allow for analysis.). There was also cG^ricem" that an Xmrealistic 
unit cost of^ $55 per net assignable square foot 'w^s used in the siJggested 
formula calculating cyclic renewal funds on ua^e 4 of the CCF[ paper. 
There is evidence that real-^Hnit costs are higher tKan this figi 

The University of Toronto, in particular , has some concerns about^Tfie^task 
force recommendations orKcyclic renewal. It is possible that these conc^S 
would be shared by other universities with coiif^aratively older physical ol^ts 
^such as Queen*s and Ottawa) although there have been no specific repres<3nt- 
ations. To reflect the University of Toronto's concerns I have attached 
the University's response&-'ta2T^coffl«endations on cyclic renex^al made by 
the Task Force on Building Life Costs (Items 2 and 3) comtauaicated at the 
January 15 meeting of the Orrtario Association of Physical Plant and. Planning 
Administrators (OAPPPA). Jt should fee noted^ however, ^hat all recommendations 
were carried with only a ^ e w minor changes.^ 
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. lBz:o to Dr \ R^, GejrsteiA. - January 24, 1974 



Ab you can see, Toronto disagrees with the decision on which comp 
shouid be included under cyclic ' renewal and beliei£es__thatrenbvatio^s , 
furniture, and equipment should only be funded from cyc-Lic renewal when 
they are included* in rtie alteration component, j Toronto pr^t5osea._another 
definition as shown in Item 3 attached and gives reasons to supporF^"thi^_ 
view, Toronto believes, that the sample of buildings examined did not 
reflect properly the co^t^ of changing requirements arising out of age 
(see Item 4). Toronto recommends an interim allowance of 2% (based on 
their suggested definition of cyclic renewal) plus^ funds for code changes. 
This is in contrast to the Committee recommendation of ,2.7% u^der the Task 
Force's proposed definition of cyclic renewal. 




There are two principal issues here. The first is concerned with what parts 
of cyclic reneval should be in capital and what parts should be in operating, 
The second ds with the adequacy of discounting for age and quality before 
applying^ercentages for cyclic renewal. 



Lng 



In ir.y view it has been de^nonstrated that the true costs^of cyclic renewal^ 
vhether from capita~l or operating, couLd range txoxa 2,57^ to 57. each yeai^. 
e Tl.e joint COU/MCU task force fiads" a range of 2.7% to ^\77.. ' It is my view 
^ also that the needs of the universities which have substantial amounts of 
sp^ce in e;ccess of. 40 yearsf of age,. for example, may not have been accc 
for properly :^n the task force stud)*-. (This is no fault of the task force, 
since all universities, were ^offe?re<J_ the opportunity to participate in the 
Certair^ly it i^. Toronto's cohtentioa that the amount provided for upj 
th'e age and qua^^ity bf significant amounts of their old space ha^^^b^n fat less 
than adequate^. ^ * \ 

it seems therefore that th^jnc^st appropriate recommenda:€lons would.be that 
(1) cyclic renewal allpwaQce should be calculated as 2.7% of real inventory 
(:>5ASF-) at current unit costs per NASF, and (2) ^atiy additional funds to pro-' 
vide for upgrading for age and quality of sptfce 40 years old or older should 
be over and above this 2.7%. Also, it sboub^>Jig^ understood that the component 
percentages used to estimate total cyclic rrnrvriTlTFrfl ni ii^i iin not tn bf"^ 
interpreted as component standards, i.e; cyclic* renewal funds may be spent by 
universities as desire^l so- long* as the projects come under the approved defini- 
tions. As noted in the brief, tfie allowance should be cumulative, ^It-should 
also be noted' that in order* to plan sensibly it is essential that universities 
have adequate notice of the availability and amount of cyclic renewal funds* 




enclosures 
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Ontario University Requirements 
for Cyclic Renewal Funds 
Prepared by the COU Committee on Capital- Financing , for 
the Council of Ontario Universities 



■ ■ )> 

* November 27, 1973. 
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The Ihterim Capital Formula introduced in 1969 was primarily directed 
toward providing additional new space to accommodate increased enrolments 
which had been rising steadily during tlie decade,. The Interim Formula* 
was revised in. 1970 and 1971 to make provisions for the age and quality 
of buildings (the age-quality allowance) and the need to alter and 
renovate buildings (the cyclic renewal allowance). These introductions 
were regarded as secondary features of the formula (since their develop- 
ment took place" while enrolments were still rising) and, as such, were 
based on rather tentative assumptions^," ^ 

As enrolments have levelled off, the size of physical plants has more 
or less stabilized. The cyclic renewal allowance has assumed increased' 
importance since, it^ provides the major continuing source of capital 
funds for' keeping the physical plant in good repair and for performing 
alterations to suit changes in use made necessary by enrolment shifts 

9 

and changing academic requirements. In view of this, the COU Cotmnittee 
on Capital Fi^«ncing asked its Task Force on Life Costs. to also examine- 
problems related to cyclic renewal and the adequacy of the present 

allowance of 1% of the allocation "^inventory valued at $55 per net 

assignable square foot plus current cumulative formula cash flow. 
The Task Forceps principle findings have been taken into account for 
the development of this paper,' 

— t • * " 
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^On October 13,^1^74', represAitat ives of the Ministry of Colleges ^nd . 
Universities pre^sented an informal working paper to a meeting' of, the 



Ontario AssociaTIon of Physical Plant and Planning Administrators, 

• > 

^ In this paper the purpose of cyclic renewal was described: 

'^i ^ . ■ > 

This additional Allowance to the Formula inserts &n amount 

each year into the total cumulative entitlement to cover 
the cost of alteration and allow for depreciation, 
obsolescenc-e and eventual replacement. 

Working fTom this and *fr©*B—&omment s f rom^^OAPPPAj^e^ 

Task Force on Life_Costs began it-s-^uay of cyclic renewal. It concluded 



that the Cyclic renewal allowance should • provide funds adequate to cover 
all costs related ,to the provision of physical facilities except the 
following: 

I 

(a) New facilities made--t?eeessary by increased enrolment, i.e. overall 

' f ' ' - 

university enrolment. 



(b) .Site acquisition and other co^ts presently covered by the non- 

formula portion of the interim formula., 

(c) Normal maintenance andrminof repairs which are to be funded from 



operating budgets. 

• » 

Five' co'mponents of cyclic renewal are identified: 



(1) Renovations Component * ' ' , - 

Major repairs to and replacement of Kdilding elements, such as 
rooTing,Tiechanlcal systems, made necessary by normal use a^id 



"deterioration. ' ' ' 

_ ♦ - » • 



2T 



(2) Alterations Component i 

Remodelling to accommod4£e user requirements,. resulting from 
changes in occupancy, use or academic- requirements. 

(3) Code Component * ^ 
Work'itivolving extraordinary expenditures forced on a university 
by circumstances over which it has no control, when not carried / 
out as part of another project under components 1 or 2. 

't^ ) E^quipment Component . . 

Replacement of major non-building equipmeat - Such as audio-visual , 
instruct io^iai and research equipment in scientific aod^^^ilTer^^ 
special purpose laboratories or s^ces;' 
(5): Furniture Cbmpt>nent 




Replacement of furniture. 
The Task Force rejected /nclu^i^'of the cost of replacement of outmoded 

- r— — y ^ ' — ^ 

buildings as a component of t^e cyclic renewal allowance. It was 
thought that this should not be included because of the high level of 

ncertaintx regarding t]ie timing andT^size of such costs. A better way 
of allowing foj^-fhis^ is by reducing the university's allocation inven- 
tory^^^ hetT a; building is demolished^^nd taken out of service. 



he renovations componem^-:v^as^^timated using^^a^^U^eo^retical approath 
based tfrrThT'av^^ costs, expressed'as percentages of the total 




project costs, <rf the major elements a!!t^%^el^ents of /the six 
representative university buildings whose^ailding casts were^ analyzed 

Buildingr Blocks Volume' 4 . Physical plant staff>t a number of 
universities were then asked to select a typical building which would , 
represent the cons*^ruction norm for that campud and' to determine for 
each element and sub-element what percentage of 'the element would need 
to be replaced during the life of a building and at what^ age that 
percentage would be replaced. From this s'ample a profile of renovations 
costs was built up, average annual percentage costs were calculated^ and 
an annual allowance was derived. By this approach the Task Force 
estimated that an annual allowance of from 1% to 2.5% was needed for 
this component. ^ ' ' 

To estimate the alterations component, the universities were Asked ta 
submit data on funds spent on alterations over a number of years. ,Data 
covering the period from 1965 to 1972 were obtained from ten universities 
and the Task Force estimated that an average allowance for this ^opponent 
of from 0.51% to 0.62% was needed. . ' * 

The Task Force a*tempted^to atrive at a figure for tMs equipment 

• « * * *' 

component allowance by analyzing the lists of equipment purchas^d^ fox 



seven new building projects. For each building, the' useful life of . 
^Ich piece of equipment was assessed and the replacement costs were 
c^I^ulated ove;r an assumed building life of '^60 years. The Task Force 
concluded that an annual allowance, of from 0.80% to l.-06% was needed 
^for this component. , . / ^ 

Using a similar methodology, the Task Force estimated that an allowance 
af from 0^36% to 0.50% was needed for the furniture component. 

The Task Force recognized that under the current rules formula fands 
can be used to purchase furniture and equipment when these are included 
as gart of a new building, an alteration, qr a renovation project, .but 
not if the replacement of obsolete or worn out equipmernt or' furniture 
is a separate project. The figures derived above are based on tjie 
assumption that this distinctioi>& will no longer, be applied. If it 
continues to t>e applied, new and lower figures would have to bejdeifived 

to cover only that porti^on of furniture and equipment *replae6irtents 

^ - ' • . 

whicih Is likely to form part of an 'alteration dr renovation project. -> 
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No -allowance was derlved^. f-OT the code component as it was^f^f^^Tiat 

H 'costs- ,^-if^ they were not carried o,ut as pat^ of an aLceratio'h and/ J 
or renovation project, 'coiild best be handled by^^eciai application- 



for financial assistance 




"^vidual confponents: 



Reno<^ations 
Alt^ations 
Equipment*. 
Furniti^re 

\ 

Total 





Iiv vifew of the evidence presented itu-the rfeport^-of the Task Forc^ 

^na 



the -Conmiitf^ on Capital^ ^inartciflgrecoinin€nds^v,that aLldwance for 



cyclic renewal should be^iinmediat 

7 



increased f^rom' IX to an; interim 



figure. ojF^ 2»7%, pending' Ihe r.esults of furt7terL.,g;M^ 



IJhis allowance sho^il^^ be calculated on the lyuilding li^r€t|ftory without 
reduction by tKe application of t~he>g€^^ality distTount.. Using ^-the 
present square foot .cost factor th^' cyclic renewal allowance would , 

.thfen b.d real inventory in^ net* assignable square feet X 0^027 X-$55« 

^ ^ ' '■''•^^"•^ 

A portloi;! of this ajlowaijce should also apj^ly to leased space. *Tn 
addlEio^rr^he cjrclic reneVal allowanqe- should be accumulative, i-p. , 
If^ university chooises not to spend its allowance In a given ye^r / 
this a|lowan<^^ ^iJJ^ to its entitlement. The cyclic rental 
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allowance should be tnade availajble to /univers4.tieS irrespective of the 

availability of entitlement or fundsf under the enrolmenjz' component of 

• ' ' ' J \ 

the capital formula. - 



Tjie Task Forbe did not ^ examine 'the ajdequ^acy of the age-quality discount 
in achieving the obje6t;ive of bringing all buildings to the same 
standard. 'The Task-force proceeded on the assumfJtion tKat th^ existing 

' . \, ... ' , 

age-qualijLy discoun^ or some future varlafit of it would satisfy this 



requirement and de/rived figures for cyfclic 



cy^J 

to be applied toyall universities equally. 

'glancing ^sup^rts , this view and would ^^^uggest^hat the question pf 
the adequa^^of the age-quality allowance Jtfe considered separately 



renewal which were intended 
The Comn^ittee on Capital 



from the question^ 



;he cyclic renewarl -allowance^. 



I-n"brd:CTTo"pla'n sensibly it "ifs essential ^that universities receive 
adequate notice of the ^vailafejAity . and * amount 6t funds^or cyc]^ic 
renewal, - - 



If 



On the basis of the above conclusions, the Task Force make/ the 
following 'reconimendations on the'subject of cyclical rerfewal. 

Reconanendation No. 1 

For the purposes of the capital formula, the term cyclical renewal 
should cover the four components - Tenovations, alterations, 
equipment and furniture - as, defined in this report. ' ' - 

Recommendation No. * ^ \ 



:he methodology empl%ed b> the Task Force should be used as a 
basis for the derivation of an apprcfpriate aUowance for cycliCail 



renewal . 



Recommendation No. 3 

On the basis of the. conclusions dra^^ft^rom the data and methodology 
used by the 'Task ^orce, consideration s^^^d be given to increasing 
the current allowance^ f or cyclical renewal. 



Recommendation No. 4 - 

MCU policy regarding the fundings of equipment and forniturl 
replacement for t^^s»^^ oHidlescence should be changed, to^ 
inciu*de tfris under tj^ conditions of tlfe capital formula, with 
apprapr^iate modif ixatl^^p xbe operating foraula. 




V 



Recommendation No« 5 

b^ annual Reassessments of*- the values of all^^Uie 
sed in the cynical renewal entitlement calculatioi 
rcent^^ge^a^low^Ce and the dollar per square foot* ' 
, Mn order that the universities can properly, maintain 
their facilities in the ^^ace^of geniral price increases.. \ : 

Recommendatic>|ri No. 6. ^ ^ ^ 




I.e. t 
allowan 



AlL univer^tles should be urged by the' (kiiincil of Ontario yniver^ities 
and ^Ife^v^qistry of Colleges and Univ;ersities to devote^suff icient^^ 
time and mix^ey io^^erive a more^ detaj.led analyjsis of the cb^ .,of \ 
the_ cbmponent^identif led by the- Task Force a^id particUtarly-Jtp 
a more detailed as\alysls of alterations costs. 



" Recommendation'No. 7 



\ 




J , ^ 

A further task force including a^m^B^ership drawn from the 

universities, the rfbll^ges^aiid the Mini^ry be established itf 

order to carry out Nn^nr^S^vestigat ions of cyclical renewal costs 

particularly the study atWre actual BUlla tiipj^ j a--ordft^^ assess 

reaov.atiodJ^sj^,^uiptnent and fvmiture replacements, an4 the n^c 

t^ipditicatioh r^^ujting f^sqi RecMn^ndation No. ^. * . 




Recennmeiida^lbiv No, 8 . ' ^ * 

^ ^ ^ ^ ^ / • 

The cyclical re^xewal allowance should -apply- to ihe eiU>lrevs|>ace 
invent^ory of an institution including leased aprace^ alffeit -at' a 
reduced level* The appropriate reduction* in t^ie XWel (if ttte^ 
allowance.- for leased space should be a subject fon^stud-y by the 
Task Force referred to above. 

Recommendation No. 9 

Projects involving only the code component should be reviewed and i ' 
approved by the Ministry on a project by project basis outside tile ^ 
cyclical renewal formula/ It is to be expected that in most cases 
such vork would be -mad/ pdrt of a pxioject involving other alterations 
and /or renovatirgns^ 

Reconxifeudation No. 10 

Tne fcyclical renew^al formula should not include reference to the 
demolition of -buildings. This should be handled by an appropriate 
reduction in the university's allocation inventory. 



* Excluding residential sp^cev 
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ITEM 3 



January 14, 1974, 



Report on Gliding Life -Costs - ^ 
Cyclical R^enewal * Section 
Connnents by t*he University of Toronto 



Summary 




snould be amended as^set out below and that, for the University of Toront 
an^inLerim allowance for Cyclical Renewal as 'defined by the^amendments 
herein of 2% plus funds for code'changes would-be reasonable. 

Uli^t follows is an elaboration on the preceding paragraph and comments ' 
on eacfe of the recommendations of the report,, . , ' 



Recommendation -L ^ 



Ren'ovatforisv^turtritirre andv equipment st«Juld only be funded rr<Jm^.ciclical 
renewal- when. they ^a^e included ip tMe alteration. rromponent. Thusj?Ee^ 
tens .cycti-cal renewal would- cov^f^'niy., the. alteration edmpon«0t-:'as. 
<iefined helow. - . ' \ ' ' 

^ . 0 if 

Alterations: 

work .requirement arising from changes in •the enyironmental require- - 
ments of the users; because users engage in new and different,-:Work, 
from the need to accommodate additional users in the same area » f ro'in * ^* - 
assignment of the area to new groups of users, from changing expect- 

3|is of 'sta.f f and students as >indivitluals and from the need to meet 
mandattrs^^rf ire, safety and other building regulations 6f the Province 
and the municipality. In addition to the work requirement as defined 
above any. maintenance work which would logically be part of an Alter- 
ation Component project would be incljuded adf part of an alteration 
project as would equipment and furniture required to make the project 
fully operational/' \ * . . 

The adoption of this definition would elijuinate tlje problem i^ collecting 
■"costs" and in forecasting future costs, aAd of breaking down lactual 
project costs into 'five components,. 



* as defined below. 
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jiirh rii^'a^d to the deletion of renovations as a separate- component 
froja cyclical renevaj it Is considered that the work referred to under 
Renovations, except where it is included as part-qf a project /ailing 
under alterations as defined above/ is maintenance and should be 
funded f rom ^the-jOjierating budget. 

The reasons for this view are: - , - 

t • ■ 

a) During the life of. our .Uqiv^r sity ^cji.work ha^'been considered-^-'' 
as maintenance and funded»f rom tTie operating, budget. There has 
rro-t been in the 'past, nor does *there appear to be riO^lfiy-^rea^n'^^ 
to change an arrangement ,.whicrh has apparently .beje^n, satisfactory -> . 
to both, the Government_andJ?he Univ'ersirty, . ! ^ ^ ^ ' ^. 

bv '^e believe that if the* work now considere(J as maih't"enahce-:.apd - * 
currently funded from the operating, hudget 'were to be considered, 
capital and funded froiiL cyclical renewal tHe University's position 
with respect to planning and funding of work would be worsened. V 
Eacn r*aintenance project, if funded from (capital-,-w)uId rpc^uire 
an application to Queen's Park and work could, only be planned oli *^ 
the basis specific answers to particular requests* Scheduling 
and forward plann^.ng would-be more difficult than under the\ . , 
operating budget funding^. ^ . -^^^ - - - . • 

c) We do not siibstribe to the reasoning that a maintenance job by 
virtue of its size should become a cajjital ex^end^t-ure. ; 
original capital investment is the tptal bl^ildlng and is the 
total blinding which is being maintained, Each ritiinteflance \ \ 
job described in the parlance of the industry as* '*major" inva^riably. 
represents only a very small percentage of the total, building*'^ 
costs. .These jobs and the smaller ones, if properly done at 
-a^ropriate'intervals, will maintain a building capable of serving* 
. almost indef initely-^^e functions for which.it was originally 

designed. , - • * ■ . 

The reasoning for deletion of furniture and equipment is set out in 
comments under Recdmmendation 4. 

RecOnmenda tion '2 . . 

■a 

Comments are confined to^the alteration component as amended above. 
The report refers on ?>age 2.17 to some of the factors which effect the 
attempt to d^ermine a percentage for the alteration component\ 
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It is suggested .that one way of assessing the impact of these factor?, 
and any others not identrified is to confine the base for the determination 
of a percentage to the oldest buildings within the system. This method 
would indicate in terms of actual experience* the l^el of expenditures 
likely to be required on' the existing^youijg buildings many yearS hence,, 
T;0 include the experience of young buildings in determining the percent- 
ages dilupes the pei;centages thus determined to* ^he extent tbat, the 
expertence'of your\g^ t)uildings does not at this point in time reflect 
costs of changing Ze^^rements arising ot*t of age as, described in the 
amended cjef initiQn..X)f alterations* ' _ ' . 



Recomne\idatxo"h 3 



It is-agreed that-thfe c^urr^nt^aHowf ncje lor 'cy^iUc^^^^ 

tnCT^eBJsed*^ ^-li^is the view of ^tKe "University , of Toronto ' that 'an interim - ' 
^iioUa'rrce-o^* -^f-/baiia3>.^^en[ded-.#e^ inicicrq 'ot ."cyclical" renewal under 
^^c^ent^X}^ for c^e changes, wc?^ld. be ' 

Rgcomm^ndatiori 4 ' ' i * ' " * * . 

It IS -cdo?id4retfl't^at JftfTn arid'- «qufpafcent skottltt-tioit 'be - included - in' 

c^^clical renewafl. This^ vi^w;:ar4si^^jh:om SfrerGlrcumstAp^c^ that these * 
items have tra'dfit tonally T>'e^h cartlW la o and our - 

ex.p.eri,4p.c;e;does: not suggestNany need f or -change* " HdWev^r, »where Furniture 
^^n4: e<iUipm^tit are;.itijeluiaed)^ al't^ra^tion component. as set out 'under 
The, 4feenHed TiTef it^^^ In : tfe .cdmmeRt'' dn'*fteqoB^ should ' ' 

, be from (Cyclical renewal, A fur^her-fonBiderati^n drs that it would 

most^'trRVa§e'"-^p 0^ ^ on th^ basis, of furniture- and equlppient - • ' • 
qat ters, rielgotlatlone; rfor a change in the fotmula for operating funds. * 

R^ommenda^t ion 5 ' , , . ^ 

- , . ' . * ' . ' ' ■ " . " ^' * - 

Agree; tfiete should be an autbmatic .adjustiAent^of the $55 per NAS^ 
square foQt allol&ice to reflect bwilding cost^chan^es, ^ 

Recommeriijation 6 * ^ \' • 

Agree. • ' . . . • . J . . • . ' 

"I . - " 

Recommendation 7 ^ , ^ • , 

\" ' • . ^ " 

Agrefe subject to commetits under Reconfiiendation'l^ftd Recommendation 
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Recommeildat ion 8 ^ 

Agree; u ; ' 

' Reconnnendat ion 9 

« * '• • 

Agree. 

Recommend at- ion 10 



1 



It is consider]^ essential that the Universities have the option of 
replacing rather tnan altering should such aotion appear in the best 
OTcrall interests' o,f the University, i.e., it is conceivable/that a 
nfimber^of alterations, irw smaller older buildings would be less desirable 
f,roin the University's standpoint than the construction of a single 
- -more efficient building replacing #^ie older ones. ^ 
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ITEM 4 



The University of Toroipto was tinable within the time available to 
respond to the request fot information as to renovation and alteraNLon 
costs in the format established l?y the Task Force. Since 19^3 the 
University of Toronto has carried out' hundreds of renovation or • 
alteration projects, most financed by University funds. In almost all 
cases the alteration projects werfi^'conf ined tp- updating small areas of 
academic buildings or represented alteration of old houses or other 
buildings for temporary academic use. TJje ^Wfojects were not documented 
for submission to MCU. Their analysis to provide information in the 
forn requested could not have been completed within severafl months and 
vould have been of doubt fyl relevance to the Task Force Study. The 
Lniversity of Toronto has approximately 8Q0,000,NASF of space which is 
over 40 years old and is unreTK)vated and unaltered to provide a mociern" 
and, by today/ s stanidards, acceptable .environment and to conform to 
current fire safety regulations Jt „^ 

The Unriversitylpf Toronto does not^ con^icjejf.^tjiat tjie 'Jlenovatic^'-eomporfetlt 
affined 4s major' repairs .to artd replacemejit of building^ Elements, such"^' 
3s rcofing, mechanical systems, made necessary by normal use and deter- 
ioration, is one which should, be a capital expense. They do not sub'scrib 
to the reasoning that a ma*ii^)tenance job by virtue* of its size should 
become a capit-al expenditure. Each maintenance job described as major 
.invariably represents only a very ^.mall. percentage of the total buildirfg 
costs. These jobs, and smaller ones, if properly done at appropriate/ 
intervals, will maintain a building capable -of serving almost indefinitel; 
the functions for which it was originally designed. ^ 

It IS their view that the definition of the Alterations Component does 
not include the important matter of obsolescence. In theit opinion' 
the definition of this component should read as follows: 

Ttie work requirement arising from* changes in the environ- 
mental requirements of the users; because users eng^ige in 
hew and different Work, from the need to accoiteodati* addi- 
tional users in the same ar^ac front^tie assignfttenf ol the 
area to ilew groups of useFs, %rom changing expectations of 
_ staff and students as individuals and from the needlto meet 
mandatory fire, safety and other building regulatiqfns of the 
Province and the Municipality.. In addition to the^worK _ . , 
requirement a*s defined above any * main tepaqcje \^ork-Vhich would 
logically be part of ' an AlJEieration Component proj.lct \^wld ^ ' 



be included as parj: of -an alteration project as .vould equip-. - 
ment and furniture required to make the project fully 
operational- , * - 

In its submission to the Committee on University Affairs the' University 
of Toronto noted the age-quality and cyclical renewal allowances 
necessary to alter and renovate four of its academic buildings. In 
two buildings the first . stage,s of work have been completed. , The Univer- 
sity and 'their architects have reviewed and updated the project^ cost 
estimates arid have allocated the costs to renovation, alteration and 
co^e re.quirem^nts changes ^s defined in the Task Force Report. The - 
undernoted table sets out the yearly percentage allowances, based on a 
$55 per NASF buOipiing cost, which would hive had to ba generated over 
the life of three of these buildings, as either age-quality discount 
or cyclical renewaL. to fund eacH^bf the three .component^^ of Jtl|^ 
T}i^ percentage aJULiwanea^ a^^rived at ^teldte onXy'td the* co sirs o^^'the 
renovation and alteration projects no\t in pirospect. The allowances do' 
not take into account other altera ticm or renovation work tmat-^raav liave 
iken\place in prior years and for whiclS^o records are available. 



percentage ^Allowance (over Life of Building) required for; 



Total of 



fiuilding 


Renova/ions 


Alterations 


Code Changes. 


Components 


University College 






* 




ixTV- progress) 


^ 1.01% 


^ 0.85% 


* 1.14% 


, 3; 00% 


Wallberg Building 










Cin progress) 


1.73% 


1..01% 


t).40% 


3.14% 


Sandford Fleming 










Building* (future) 


0.'652 


0.65% 


0.131% . ■ 


1.61% 


Average^- « 


1.13% 


0.84% 


0.62% 


2.59% 










r 



Tq arrive at; the allcoi^ance percentages noted the University ot Toronto 
first, calculated the' dolHw^ entitlement generated at 1% per year, for 
* the actual building area belng^^lter^d, taking Into account the differs 
ages bf building stagesy up to foi^r in one building. The funding 
eutitlement thus generated was then ^compared to tlie estlmjated actual 
cost to carry out each"^ of the three project ^components to determine 
the percentage allowance necessary to\fun(i "each component. 



ent 



'.The Sigraund Samuel Library costs are not included in the table,- rfie 
allowance rate necessary for the Sigmund Samuel L^^brary project is ' 
misleading. when considered in relationship to older buildings, Tbe^ 
Libra: y was built in three stages (1892 - 1912 - 1954) with the nineteen 
year Qid R ortion -cQinpr lsing 6§% of tbe building area. The funds 
generated by. that , particular area greatly exceed the costs of alterations 
in that area with the result that the heavier costs of altering the 
older building areas areTiiasked. ~ i 
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... \ . ^- . ' •• _ • •• 

Intrpduction K - 

\ In November 1972 the Hon^ Jack McNie announced in the Legislature 
the imposition of a capital freeze which later took effect as a moratorium" on 
new capital construction and the deferral of the application of interim capital 
formula entitlements, including the cyclical renewal allowance for the universities 
^ of Ontario. A letter, of April <Lllh, ^1974, ,frgnr the -pr«e^a*-a4inASter of Colleges 
and Un'iv^rsieies indicates" that "the moratorium and, deferral will, continued for 
\' ^he yeaf 1974-75 with no suggestion as to when a' change in poli&y m.ght .be ' • 
expected, it sems-feiiffely^ therefore to review briefly t^ve historyof "the • 
capital financing of Ontario universities, to consider the elanents.of a • - 

satisfacfory formula, to assess the current situation and the implications of 
a continuance of the capital freeze and to make some decisions concerning future 
action. This paper wrii address itself to these tppics in the order listed. 

A Br4ef History ^ 

^^uring the 1950's-and possibly prior to that time,, the universities 
made application periodically and^ individually to. the provincial govern^nt for 
grants to cover or^assist capital expenditures. There were other grating 
agencies as well*and there continued to be private support. The ^^sul ting 
capital income stream was not related to need by any objective formula. -*f; 

. . In the- early 1960 's the provincial grants .grew JLarger 'and', with them, 
concern oyer the projected demands on the public purse arising out of anticipated 
enrolment. In 1§64, the JQ^ar^^£...ofJIa*v«^^ was established and^ 

.began with the assistance of the' Advi^fi^i!^f^(mmit>tee on University Affairs 0l ' 
^ • review'of financing both operatltlgand •tfaplfjtl* The government was* under** 

pressure to, develop an objective metljod for^detMrmliiLlng- tRe margnltude of the • 
need for capital funds and equitable distribution of the funds. This, led to ^ ! 
the in traduction of the first of what might be called 'formula/ methods' effective 
July Ist,^ 1964., Five categories of space were defined, four of 'whlch^.were ^ 
eligible for capital support at varying levels .on a project-by-prpject/ approval 
basis. ' * ' . . . * • V ' V " ' 
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^pe of Project . ^' ' ' V Level of Support . , 

* ♦ »•■*/' 

...Acadeiaic . .* ^ ' . 852 oi .approved project cos^t / ^ 

^ 4dii^nis tfative^ . - « 852 of approved project cost 

Student. Services - - . 50% of approved project, cost 

Residences * 20? of approved project cost 

Ancillaries, Athletic . • ' * n-ii • * ^ . ^ ^ 

^ c « ^ n J ^ ^ Nil 

• Fragilities, etc.* . v 

. '•^ In Marcfi of 1?68, the* support level was raised to 95% and athletic ^ 

facilities made eligible for this support as well. The method still did not 
allay concerns abourthe validity of the need, the efficiency in the u^e of 
exlstiftg space, ,nor the equity of the dis tribution of the supports 

. r ' * ' ' 

■* *- , / ' 

• . It was in this context in late "1967 that the conSuLting firm'df 

Taylor, Lieberfeld, and Heldman (TLH). was retained jointly .by. Committee 
of 'Presidents of- Ontario Universities* and the 'Committee on Uni^^ersity Affairs 
to produce an inventory of university spaced in the province, to collect data 
oil its utilization and to re connaend space and utilizatioij standards. It was 
expected that this survey called/The Ontario ^Jni^tersities Physical Resources 
Study^ (OUPRS) would be conpleted-^thiti a year or tw'b but, i^i fact, the final 
report was ready only In late 1972 and* w^s distributed to the^ universities in 
the spring of 1973.* ^ • '\ . ^ - c • 

Wheti it became^ clear that the OUPRS would take more time ^han 
iginally anticipated, and because of the urgent need fcgr a more objective • 
iiostrument, a formula* called *The/Intarim Capital -Fotmuia' was * devised .and 
iji^tituted effective April 1st, 1969-. ''The formula was intended to coA^r all 
students except those in the Health Sciences and Education and was based on an 
allowance of 130 N.A.S.T.* (net assignable square feet) per full-time student ' 
as an^ average far the province and accost allqwanpe, of $55 per N.A_.S..F. as an 
.average fbi* new buildings completely furnished and eqxiipped. The cost allowance 
was arriyed at by revl^ying the unlt-^^cos'ts of fe'ome '400 projects financed during 
the previous six years and was below the average for university buildings up to 
that tdme. Students were "ftcighted ty*" discipline, and level usltlg factors df -1.0, 
1.5, 2.0, 3.0,y ^.0 times actual numbers^ Hie spate allowaiice was- formally Sftated 
as 96 H.A.S.F. per. weighted student. A lAlveratty^s entitlement to«8pace coyld b 
forecasted using pfojected* weighted enirolroeiit f/gure^^tartd ent^tlemenj^ to » funds ^ 
calculated l^y applying, the 'ml t cost figure to the^ difference between ^ro^^cted" 

Usable ^Hj>^tc^. ^x c lu j ing co rr l^pcs^^rfejrf^s^ en tr an c e^oye^— et^ - - ~-r^i 



to plan aWe^d In a rational way. 



Before concluding this brief history, some mention of .the number 
a-nd /dature of the studies related to capital financing/seems in oi^der 




The. jalaftly spamsored OUPRS' came at a pr^riod^wheh the univc 
varied, greatly as- to* develop^eht in space Inventj^ry and 'management J^hniques. , 
It focused attention on effective utilfzat^ion, /introduced a' classification 
and (Coding* scheme which MGU and some univers;iTies nS^fepcontiiiue^ to use, produced 
a space inventory for the Ontario system aiw finally capie up with recommetided 
space and utilization standards* It suffered from being tlie first spcK stgtdy % * 
but m spite of its inadequacies aifid sWort-comings it did provide a basis 
for later and more careful work. 



The Ministry has'^don^a niimber of studies, ^any of them for use 
either witJiiii^^^teJL^^ <st p CUA, Perhaps ^the best: known is the study.^qp^ J ' 



the r.o.sr^ nf^iiniv&ibrLy ^d iiome noiv;j3^iversity buildings vhlch appeared in a 
preliminary and later fi^^ vej^alon. 



sored a considerable amount of work mainly through. 
^ Xd^p^^^^ on. Ca,pital Financing. This ^ 

f^fit4!a J^tM following after the studies referred to alcove and from 

"^/ot more recent and generally ai)re complete and reliable data. . 
volumes of a series known as Building Blocks'^Were published in ^ 
^o^ddltional Volumes "have appeared since^ and currently a ta^k forqe atwl' 
-Committees" are still at Jork in this area, Cgee Appendix J for a list of these 
studies.) This series has bepn pi'oduced as part of a continuing effort to provide 
a ^ound basis, for any future developments in formula' fj^anclfig on the capital sid^ 
and to provide useful Inf orjDat40n-^nd7-f«id^^ indivlduaJ^universities as well. 




Elements j>if% 




essment of - the curi;ent $ituation with • 

fixst consider the main features of a . 

** * ^ ' ♦ ^ • 

;a formularbased f inancing 'sfchea^e. This 
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. »is the case undet the Interim Formula would se'eiii to be necessary under 
future scRes&s. . ■ \ . 

* ' ^ • 




1. Inventory of Exi&tlrt^ Space'l^^-r-^n^rH»^.^^t^^^^^ the ^^^^^ 
for additional space or funds^in the .f;tM:Hre , It is ne^iis^ir^go^^" data on 
•what (hirrently exists. ' For purposes of Wparisod anwng. iadlvid^^il^ife^^ 
or among differe^^TTugt ^^iiuiM, f n r in }>i^^U^ _atiidles^ of requirements ^d^^ 
other reasons^, it is nece^Si^to subdivide'th;^ iSj'entory into a nunfcer of broad 



categories or dlasses. • l^ese m^^^^ further s^dtjdded almost indefinitely: 
the degree to vh.i,ch thV subdivision i>>^ied aep^nSs' on the use to.whftch • 
the data will be-put.. It is - impoi:tant to. define ,^e categorie^|nd their 
subdivisions very ca'refully if TDeaningfu-l analysis qonpatrlsons- are to be 
made. For convenience in ..the storage, extraction and analysis of data a .. 
coding system is- needed, but this is a purely technical problem and not nearly 
so vital as the cate«oriaation or classification sdieroe. ' - ' 

2. Input Meas ure(s) or Proxies for Need^ ' For a workable\formuia 
a rejacively small number of meWures Inust be found which are highay correlated 
with the-4ieed for space in aggreg^Tte ox^or |arti<^lar categories o\space. Hie 
ultimate in simplicity would result if aggregate s^to needs were linearly 
related to full-time students only or even to full- time" -equl-ralent students. 
Full-time students or full-time Equivalent, students would thfen be the single . 
•input ^measure required and by projecting this' into the fiiture Torecasts 6f 
space needs could be made. Unf ortxmately the correlation not. good enough 

and to achieve reasonable precision a number of input measures are nee^ded. ^ ^ ' 

- , • ^ \- - 

3/ Space Standards; A space standard mdy simply btg a measure of'. 
;the space needed to accommodatflr a thing, such as ^ library book, or a persw \ 
(e.g., a faculty menber in his^office) , withoti.' regard to/ the utiUzation of ' 
that- spac^. ^ Other standards' niay incVrpprate implicit statements" as to the degree 
of ,4itili2atiori the 'space is ei^ect^d t^achieve^ 
teaching' laboratories*, dining Kalis and 



Standards for classrooms,. 



ie h:e^ usually of this latter type 
It the utilization im^Ucl't in the* standard is not ad^eved, then space provided 
in accordance with the standard will not sufficed 

^ ; ' ' ' / . ■ \ 

^t would be convenient If the space ^stanfliards iot\^ariou6 categories 
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of space combinecL In such a^way^as to produce an aggregate single per^student 
factor identical #ox eveiy uftiversity. ^ Biis is no^ the cas€j, however, sq * . • 

if is* ne cessary t# have s t a nd a r ds for^Ji£f«eat categories o£ space* S«w «any ^ 

standards and categories is a matter of judg^jent as to when a reasonable coiiq>roinise 
hasr been* reached between «p re cis ion on the . one hand^^aid practicality on the other. 

4. Cost Factors ; Unit or pea:. square foot costs can be derived for 
space .expressed iti' terms of gross square Yeet, n^t square feet, or net assignable 
square feet and may include all costs including fees, furniture, and equipment or--, 
some subset of -these. The Interim Formula introduced a single average total cosP 
per net assigr^able square 'foot. . In actual fact, different kinds of space have 
different unit costs an<3 again it is a matter of judgement as to the number of 
categories and cost factors which srhould be introduced, 

/ . - / ' ' ■ \ , , ' ■ . 

In p^rinciple then, a formula-based schemfe^'perraics the calculation of 

space entitlement at ^y given point in time by multiplying the projected values of 

the input measure or measures/by the /appropriate space factor or factors. An 

examination of the difference between space entitlement and tTie current space , 

inventory^ will then reveal whether the system or an individual institution is 

in need of additional space or has a surplus and, hence,, a capacity for increased 

enrolment . If the forme'r^, thts cash^.entitleme^nt _for the ^consti^ of new spacfe T 

' ~ ' / • \ ' ' . ' 

can be calculated by multiplying the entitlement for new space by the appropriate 

cost factor of factors. ' The tirst Jour elements of a formula-based stheme are 
thus' u^ed to determine whether more spacg is*^ required to meet future needs and, 
if so, at what cdst. It should be noted here that wh^n a formula system is 
first introduced it is necessary to consider^ disparities in a^ and quality of 
space, th^ stage of cievelopmfent^ of the university, etc., and make appropriate 
adjustments to reflect the differences. 

This still leaves open the question of the capital costs associated 
with alterations and renovations^ to existing facilities. Changing social demands, 
studenr preferences, new. techniques aid, techiiblogie^' all .requi:^e adaptation of(^ 
the physical plait ey^n in the '"context of level enrolments.^ Major building 
subsystems wear Qpt and must be replaced. ,Cbde changes also generate a ^eed for 
funds* Th^is die fifth arid final element in a formula* sdieioe' is' a cyclic renewal 
allowance. ^ " ' 



5. Cyclic Re newal Allovance ;. .The problems associated .with ' 
forecasting the need for" future. a It^a'tiohs and jrenovat ions and the respiting 
costs are complex, difficult aid largely i^nexplor^d. Studies spoiisored^^ty 
COL' have begun this exploration and the work continues.- The Interim 'capital- 
Formula provides an annual allowance of 12 of "inventory value."*' - The sijiq)lii 
.city of this approach, if not the amount, is very attractive_^nd the COU Tafek ' • 
•Force on Life Costs has recommended that it be continued until such time as an ^' 
improved method can be developed. However COU has. previously demonstrated 
that the figure- should he at least 2.7Z.' A careful definition of what is to ' * ' 
be -included within tHe -term cyclic renewal and a realistic value for the per- ' 
centage factor are required, however, anxj ,the Task Force has made •recommendations 
on both these points. 



Current Situation 



An analysis of the current situation can be split into three 
separate but related parts gtjgge^ted by the questions: '-flow adequate are the 
present physical facilities?' HcwXadequate are current levels of capital, 
financing? Do we have the bases' for a- satisfactory formula financing scheme? 

Aidequacy of Present Facilities A complete assessinent of the 
ade<}uacy of e^asting space wo uW require an exandnatlotr of the total* spaoi', 
the distriljution apd mix of spaces and the quality of .the space. Total space 
is the easiest to deal with and frequently ;Ls the only one that dUsi examined. 

Building Bl^Qcks* standards include the Heallii Sciences and 
Education. The Taylor, Lieberfeld, Heldman and Interim Capital Fonaula 
standards^ exclude these. progrannses^^Tftie average standard in Bulidltig Blocks 
is somewhat titter than the sta6d Jr^^ecommended by T^lor, Lieberfeld, Heldman' 
and the .standard implicit 4n the Interim Capital Formula, if alldwance for 
the differences is made.** Figures prcxiuced by die Standing Subcomnlttee on 

* The actual derivation is s<?oewhat more complicated than this suggests. 

** In developing the Interim Capital Formula, basic standards of 140 and 130 
N.A.S.F. per FT student were considered %rLth the final decision in fa^^^out • 
of the latter. Tt should be pointed out, hovever, that the standard'^of 130 
wa» selected" as a conservatin^ average; it is likely that recent shifts Ip 
enrolment tward hi^er-wei^ted programmes have Increased the teal average 
'^pex §tii'dent to abov2 130. Further, the interim Capital Formula is ^qiplled 
against a discounted inventory which is about^ 4 N.A.S.F. per F. I.E. student 
less f:}\Bn the teal inventory average. 

The recommendations ^of Taylor, Lieberfeld and HeldmaD, the consul t^ts for 



Space Standards ( Commit tee , on Capital Binancing) show a^ real laSientory average 
of I40'N/A,S.F» per FrT^E. student excluding central utility space. (This* 
-space i5 rtiot no^roally considered assign^l^ s p ac ^ > ) fhtis, on theijasis of 
total' sp'^e only and ignoring q^uesticms of distril>ution, Mx and quality, 
tfee system ha* ^ surplus df less than 3% in 1972-73 when measured against the 
Building Blocks standard^ (and no surplus if measured against the TLH 
recommendation). The growth in F.T.E. students from 1972-73 through 1974?^5 - 
is'X^^^cted to be at least 10% implying 'a system space deficit of about 7Z 
in the^^'^all of 19 74. Even if the freeze on capital funds for new space wc^e 
i,o be removed effective April 1975 any approved new space is unlikely to become 
available.for usfevvbefore the fall of 1977. Thu3, with expected growth in 1975 
and^4l976, the system aeficit may reach 15Z before new'space becomes av^lable, 

Ihe current situation with respect to the distribution of space 
among institutions is difficult to portray in a simple format. Our mosp recent 
calculations using the standards of the Building Blocks series indicate some 
shortages and some 'surpluses. Enrolment increases will hopefully, in due . 1 
course, take care of the surpluses , though rarely -do the sutpluses #atch the ^ 
prDgranmes that could use them". T^ie shortages may have to be the subject of 
special solutions. . - ^ . - , . * 

Age 'is possibly the easiest though not necessarily the Aost 

infallible proxy to use in judging quality. Althou^ we do not have an. 
accurate up-to-date measure of *age distribution centrally 'the situation in. 
1969 according to TLH ranged from one institution with practically all of its 
space under ten years of age to tiie other extreme of another with only about \ 
35% under ten yearS of age and 50% over fifty years or age. For the entire' 
system at this time. prc*^ly lOZ of the space" is ovef forty years of age. .The 
distribution of space, in the quality s^nse is by no means even with high 



.Footnote continued, ^ . ^ ' \, 

• OUPRS^!^ are equivalent to 132 N.A.S.F. per F.T.E: student after flying * 
their adjustment indices. The shortcomings of their report are detailed 
tin the COU report, teview of Recommendations Contained in .Ontario Ifaivers- 

' ities' Physical Resources Study with Summarized Response^ from IndividuaT "* 
Itoiversity Si&misstons , ^ril^, 1974. . Ohe , in particular is relevant 
here. When coi:rected for an apparent 'error in the calculation of a 
standard for library space the TLH overall stan^^ai^d corner ^^proxii^ately 

,.141. .Finally, the use of standards in Buildlag Blodcs as^cutrently "^^<^ 
printed yields a figure of 13S N.Ar.S.F. Revisions now tmlier consideratiotT^ 
following a careful review of ^ the component standards in Building Blockg^ ^ 
would taise this ta 136.4. r • * 



concen£ri?tions"df <fl6eT sp^ce at pattiCxAat itistitut 



ions. 



^' • Ihe Dv^all gpace pictiire then Is^one'^of a system ncv in deficit 
in tenn^ of availability of total space, with a distrib.ution among ^d"" 
within institutions" requiring adjustment, *and a need to correct the unevenness 
In the quality of^ space actos§ the system* , ^ , . 

2. Adequacy of Corrent Funding. Regarding funding, the 
freeze on all capital funds makes it progressively- more difficult to devise 
a satisf actor>' solution for, capital financing of the university system. The 
current situation is made^ particularly acute becausfe of the freeze on cyclic 

-renewal funds. The cyclic rejieval funds -provide /the only source outside 

of operating incouie for making adj us tments to the existing facilities. ^They 

can be applied in the manner mosl needed at each institution. The new institutions 

may need the 'funds for improving ai^y mismatch ^between facilities- and programmes;" , 

older institutions may need the funds more for upgrading the quality "of sp^ce; 

sone nay actually need additi-onal facilities. ^ * ^ - " 

' ' ' • • 

To summarize, the present . facilities constitute a system roughly 

balanced i'n terms of total space in 1974, with an e3q)ected deficit of some 

15% by 1977. The Immediate ileed^is to rertew ^ flow of ^^tai funds hov^^ever 

'.miijimal, so that the institutions can meet their most urgent priorities, 

wjiether these he adaptation, renewal or additiiJtt^f^ facilities. • 

3. Basis for a Formula Finapcige Scheme Th,e Ontario system 
wQuld seem to be in a very good- position to proceed to the ne3i:t stag^ of a 
formula-based capital financing scheme ^Ither .through the*'fu'rther devel<q)nent 
of the Injterim Fomula iDodel or an alternative to it. 

A space-^inventory n&w exists, and this could be updated and nade 
more comparable, institution- to- ins tltutlon, through the use of the aodified 
classification' scheme soon- to be ' recomrnertded to OOU by its working comioittees. 
Coding problems have been under .study as well and' workable solutions found. 
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Tha Building Blocks serled provides a ,;:omplate end ci^refullfi >i 
developed sfet ispace and utilization €^tandardsi Including Health. Sciencefa 
and Education r With the addition of space defumd factors for X%e various* 



4. 



programjaes- in the systera,- the space and utilization ;st^ndards together With 
appropriate cost factors could be used-^o reVi-se ami refine the capital 
Weights if it is decided to-. rejnaiR witfi the Interim Foi:mula mod^l. Alternatively* 
these standards could be applied directly to the input ijoeasures introduced in 
the JBuildipg Blocks series to produce an, objective assessment of the need-for 
space which c6uld then be converted to the need for funds using appropriate cost 
factors, f • *^ 

The Ministry study of building costs and the more recent COU studies 
profvide a basis for the establishment of an updated Average cost factor, if it is 
decided'to continue with the model*vOf the Interim "formula. 'Alternatively a small 
number of cost factors appropriate for different categories^ of space could be 
developed/ ' • * * . • " 

Work continues on th^ compi-ex question of * the life costs of 
buildings but progress so far should make possible a moj^ objective and less 
arbitrary, though likely still interim, solution to the vexing question of 
cyclic renewal and' age-quality allowance, 

' -In summary then, the quality and completeness of^he Statistical 
base, the analysis of space and its utilization, knowledge concerning capital , 
costs for new 'space and, .to a lesser extent, for inq)rovement of existing space, • 
are all significantly greater than in 1968 when* the Interim Fornrula was devised. 
•It should thprefpre bp quite possible to develop. a formula-based capital 
fintoQing scheme. which woold be substantially better than the Interim Formula. 
No'' formula-based ffcheme should be considered to be final, however, only the best 
currently* possible given the present state of the art. . ^ ^ 

»Im|>li cat ions (\i -Continuing the Moratpriiim . - ' 

\- ^ . ^ ' ' . • - ^ ' . ^ - ' - - 

. • * , During the growth period of the sixties, Ontario developed a system 

, ^ universitiies which in physical terms (the primary^ ccrncem,of this p^er) is* 
on a par with* the^best in the developed countries ^ . This was done at ccpsiderable 
effort/and 'at great coat to the taxpayers* The Investment in physical pla&t is 
of 'the 'order of one billion dollars.' This Is- ao Investment and an accomplishment 
whid^ must be protected not just^ in ube' sense of maintaining the buildings .as 
jt;hey are but adapting them to newt mi dianging»coiiditions and by repliaci^ng 
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them when necessary with others more appropriate to current, and futurei needs * 
During th€ .sixties, necessary 'flexiMlity and adaptability tame about Tri larg^^^ 
part nat urally and easily as a' result .of mi/ch new ^construction. Level lii^Vrolipent 
do .not justify, except in some special cases, the magnitude of expansion required 
to adjust to changing needs. The moratorium and Che deferral, of cyclit renewni 
funds h^^ reduced the adaptability 'of the system in physical terms almost to: Ml. 
Surely history is replete with examples of the fate of organisms or system^ which 
failed to adapt. ' ^ . 

University phy&ical p'lants of ne cess i ty must be expanded in finite 
steps. Most institutions were, planning for d reasonafile fit of the physical plant 
to the enrolment: mix fore^;^^ for the late seventies .or early eighties.; The ' - 
earlier^than-predicted slowing of enrolmeat growth has left some institutions with 
less' than adequate racilities for certain functions or progranmes and. a Surplus 
of space for other functions or programmes. There is therefore ^ need for. funds 
to adjust. A- £ew institutions have continued to experience a significant rate"^ 
of, growth and no* need additional facilities. Finally, buildings and .building 
subs.ystems wear out and-must'be replaced. The sums required are beyond the ' ' ■ 
mean^ of many institutions to finance out o^ , op.ergtlng income. * ' - - - - 

' ■ r ' . • • , - - ^ 

The ^n?)lications of continuing the current freeze on capital are , " 
clearly a system which in physical. terms remains static in the context of a ; 
highly dynamic environment with all the unfortunate. conse<nieilces 'which follow 
from that, a system which .cannot correct for ey^n current imbalances*, and a 
system In which some elements ai^e in danger of deterioratioij because indiividual 
institutions laolj the funds to pay for major renovations or replacemencs. 



Reconmendations^ 




The current freeze on c^tal funds pr^s^mably pTOvldes a tteasu^ . 
y of^^lief from the severe demands- on the provincial .purse. It offers no long- ^ . 
teiin solution to the capttal financing ^ the t^^^ ^ysteii ;f or die. remainder 

of the seventies. If continued ftuck longer it may well make a satisfactory .? 
solution more difficult to devise. Iljerefore, the Gommittfee on (Capital, ^\ 



-E^---:'~^=-:;~ ------ - 



Fipancing^recojnnends , the, following: 



iv Elft the "mora tor ium on* capital funds, including both' 
^^ormula. support and cyclic renewal. 



/ 




2. Deirelop ,a Revised and improved interim forfcmJLa or other 

appropriate i|^del for capital financing by incorporating 

the fallowing measures: ^ . 

a) Approve and adopt the space classification and coding ,1* 
^ procedures to.be recommended shortly by the CommilLtafi 

on Cap i t a J^rPtj^ncing > This will -.enable the space 

, inventory tc/lj^. rfevis,ed and update<}l Suitable 

programmes can be written to translate individual 

universities^ coding systeios into^the provincial. 

coding systems, , ^ 

. • . b) Ajpprove and adopt the sp^e and utilization standards ; * 

/ set out in the Building Blocks series ^as revised in 

- , accord with the Standing Subcommittefe's recommendations), 

c) , Review and update the MCU and COU cost" studies. Derive 
/ " — , -and adopt appropriate cost factors for use, 

*d)^ Devise and adopt an interim solution to the .funding of 
— ^ " jcyciic renewal pending fiirther studies of life costs,* 

' .^)^' Find a solution to the agfe-quality,uallowance whether or^ ; 

. ^ r jjiot - the^ soiuiioa As- i^part^ of tAie cyclic -renewal ^ - ~ ' 

• - ' formula* * ^ ^ . v 

* 3, ' Effective communicitloa-must be maintained tfetween. OCUA and ' 

^ ' COU in^the Capital Finance ^rfea", eltfier by a continuation of . 

^ tl\e Joint Subcolnmittee pr. by some >ther means*. Prime ^consid^r^. 

* " .atlon.would have to be given to identifying and Mdvising on 

the Best melrhods of proceeding with the implementation of 
re.commendatlon 1 and 2, , . 

If tte abt^ve are; completed an4 the universities given atlequate notice 
as'to futuire levels of * f undteg^it Vill ^bjice more become possible to plan^'the ^ 
future physical develpp^ent of .th^l^^»rstem in an orderly and rational 'maimer, ' 



* As a starting p<yint eee the CPU -Briel tg the .Goimnlttee on Univi^iVsity Aff4irg » 
Ontario jjnlv^aity Requlrentedts for Cyclic JRehewa^ gu^ds prepared the COU:. 
Committee bn Capftal FinaMlhg^for the Couneil^^f Ontfirio 'Unlversl.tles^ • 

_ November n\ 1973. ^. \ . „: f 
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Building Blocks. . 



. Vol. I - '-Report <yf^e^ Task Force - Space and Utilization ' ' 

Vol. II • - Re^or^of the. Task Forfc4 - Space for Education 

~^^otr^ - Report of.ThiTTa^k Force' - ^pate for HealA Sciences ' 

Vol. IV - Report of ' tbFxisfc Force •--Building Costs' 

♦ ' ' ' . 

, Vol. V - Report' of tha Task Force - fiuiiding Life Cost^ , 
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Report from the Coctaittle on Capital Financing' ] 



Introduction 



sfhe brief entitled Capital Financing; Funding by Formula and Cyclic feeneval \ 
presented by COU to OCUA on October 26, JL974; provides a .review of develop- 
ments in the. area of capital financing up to that date,. : The purpose of this • ' - 
paper is to report on progress since that date and to rpconanend measures 
deffigtied to assurjg a^ more secure basis f or ' detertiiining the level and allocation 
of capital expendi^tures.*^ . ^ \ ' ' ^ 

' Cyclic Renewal - ^ • ' . . * ^ ^. ' 

The Committee on Capital Financing and COU have repeatedly -stressed the importaifce' 
of maintaining the physical facilities of the Oiltario universities , and adapting- 

•these facilities to meet changi^lg needs. We were, gr^atif ied to learn that *0CtJ4 ♦ ' r 
strorigljy supported ' this position aij^ 'that the governnient has responded by iacreasing * . 
the ^funds available for this purpose during th^ current financial^ year , Despite 
the increase in funding and „ the promise of . improved procedures, the level^of iuxuis - 
still falls considerably short, of needs. In our Novtember, 22,, 1973 presentation ^ , • 

• * • ■ ¥ ' 

to. CQI5 on Ontario University. Retiuit'ements for Cyclic Renewal Funds* , we. recommehdefl 
that", , .allowance for cyclic renewal should be ifflmediately increased from\%. . - 
to an interim figure of 2:7% pending the 'r^esults.'of further studies". This^is ^ 

essentially the isame recoitoiiehdktion as that contained in Building Blocks, "Volume 5, 

^ . ' ^ * \ ' - ' ' ' ^ 

Report of the Task Tp^ce Building Life Cp^ts.. - ' - « . ' /' 

^ ' ' ' ' ' ^ ^ \ ' /' ' ^ / 

Ve have no .additional, information which, w^uld qause us to lilter the estimate down- 
wards. Assuming, for Uie 'Sake* of illu3tr^tion, IS'miliipn i^ASF-^o^ the system at ^ 
$55 per square foot r tli^e .total valii'e t>r s^ace inj37Z doHa^^^ls $990 million; 



* This analysis was subsequently forwarded* o^flGially toT&rr-^ejrjstein (CDAJ 
under caveflng memora^um from BJ*,. Hansen dated January 24, 1974* 



\ 



alXowing'' f pr" a conservative inflation esti|ttate at b%; the replacement *value of 
total university space in 1975 would be $65 per square foot, and total value , 
would be $U.7 billion; Using the recoBittended 2.7% figure for cyclic renewal 
the universities would need $3^ million for 1975-76, * Current leyels of funds 
made available for 1975^-76 are $ll:.miUiop, which still leaves .a difference of 
$21 million that should be sp6nt fo^ cyclic* renewal. ^ * 



We also^ feel that tfie procedtires still fall considerably short of what .is- 

reasonable and rational". The lack of adequate lead^ime is still a serious 

problem, the more so since planning staff s have bpen reduced in the general 

economy drive. The copstruction funds to be available sljOuld be announced at 

least six months before the beginning of sumn^er. The construction and retlovation 

associated with this type of work usually can be done only in the summer months 

and much planning and ^preparation is required before work can commence. ' Further,^ 

the procedure whereby the universities Submit lists of projects add MCU selecfs 

from among these lists those* pr^ojects whi^ch it wiJJL approve J^ves lijttle . * 

autonomjj^ or flexibility to the univei^eities. We, would hope that 'a scheme toi Xhe. 

dl^stribution of cyclic^ tenewal funds could be' developed which would *gdye in-^ 

^''^ ^ - . • . , . ' . ^ ' - ^ 

stitutions s^dme flexibility choosing which of their urgent pii^ojects >^ould jgo 

•* \ . * ^ - ' ' ^ « " . 

ahead within the funds, defined fbr *such purposes by the government: . 



The- Special Pgpbl^ o^ Eqifipment ' ' 

Whether equipment renewal, and replacement is properly an opera^itig or a capital^ ' 

i ■ • ' - 

expense is debatable and, perhaps unimportant* What , i^ imp 9rtairt, however, is^ that 

■ , ' • * V ^ \ X ' . ' \ >^ 

up»-*to-^at,e' functioning equi]^ment and ef f ective control"*.of ^bhe physical environment 

. • • • - , ' * * . ** ^ ' •. 

.rfre vital to the instru^tiotial and rB$earcn capability Of a university.. • Moreovet^ 



;^ • th^ replacement of\ ins true fion^l. and * re^eaxch equipment, originally f«nd^\as^^ ' . i 
part of the capital allocation for buildings, is becoming ificr-easitigly argent 

^ ^ ' ' . ' ' ^' ' . ' ' ^ ' 

One of the objectives of the Minister, expressed in his statement to the ' ' * , ; 
^ Legislature on November l8,, 1974, ^as the proMsion of operating 'suppoiTt . sufficieni * 

/ ^'to maintain and improve existing levels of service'^ One has only to read' the ^ • 

\ ' ' ♦ ' ' ' ' ' , ' ' ^ . ■ . ' . '* 

briefs from individual univers-i-ties to OCUA/to be aware thatrthe physical : 

. ' resources are being adversely affected by the current financial ^^tringency. The 

.effect 3 of^ this are difficulty, to measure precisely; ^ Certainly one import^ t ♦ '\ 

effect the inability of institutions to cope with the coasts of T)urchasing ! o . • 

/ ancj renovating equipment in order to keep abreast of technological progr^ess. ^ 

• ^ . ^ - • ' ' ' ' • ' ' / ^ ' ' r ^ ' 

fhis ability is essential in the scientific disciplines. It ^Is clear that the ' 

• ^ ' ' ' ' -i'^' ■ * f 

. needed equipufent replacement in thesfe disciplines is not being maintarlriedV let 

- . • , ' . ' ' ^ ^ ^ ' ^ ' \ < ^ \ , ' ^ 

alone improved. Since .aQtion- is needed to Correct this situ^tibft, ofie ppysible- 

^\^^^^l^V^\y^^ vo^.ld fee to define equipm^ent r^i*eyal;ap4 

cost; and. adjust the cyclic renewal fundinfirJ:a^c^er; • , * ^ V ' 

By way of illustrati^bn^f equipment renJewal^aeeda^ 1- sKoWs a htstp0;/Of 

capl^tal project costs and equipg^ent costs taken from jthe May, }972 MCtJ tepoirt, 
-> University Buildings Space/Cost B4ta > . Tq project repiacement coats an avet^gi ' 

'12-»year equipment life assumed based on studies done by National %pralsaj 
^ i^Con^ltants Lt'd. for the University of Toronto. The resu^ta of tbes6 studlear 
on a number of places of eqij^pment .suggest a depreciation low of 4.55!,. the' 
majority between 7 and 9.5%, ^and a high of 16.5%. "The average, was eatlmated . 

- (.t - • - ' . ^ :^ ' . 

to ¥e '8.52 Qorrespdnding to'^n average life <ff^ 11.8-years. . Also,, a 6% pe»: • 

■■ V ,. .; ■ . , 

■. ^ . ■ . r. • ' .■ 
-ERIC 



r 



•anauro inflation j^^e is as^sumed for. the 1964-71 period .*y^he equipment costs, 
projected for J976-^3 are the projected ^Go«'ts U\ 1^75 d-ellars to replace the 
equipment purchased twelvfe.J^rs. earlier . These cj^a are t.hen e^presied as 
ratios o-f 1975 pperataftfe ^revenue and estimated value o^ the physicfal plant-* 
TH6^ average ratio cTf equipiaerit $/physical plant value over the 1976-^83 period 
'^'®*J4. It'wil]/'be seen immediately that Che Building Blocks' Volume 5 estimate 
Qt i-rkhge .of ratios of -equipmeilt $/.physical plant value of O^SO.to 1.06% is 
reinforced ,by the analysis. ' Express^eS' a;S^a'' proportion of ^operating rev^que"!, 
the average annual increase for equipment replacement Would be. about 1.5%. 



In dollar tejfms the average annual expenditure oyer the 1976-83 period should 



be about $10 million. 



7 ~ 



tfiis,^ of course,- incMdes only .Equipment pttrt:hased from ca'pitM* funds. If • 
J equipiiient purchased f;rom/operating fu^ds wer&itp* be • inclilded , ^ the total requlre- 
/mei\t vqul4^^ ThusJS^^parj be e,sttiJDat.ed".p|^a^t ^thoL-.l 

co^hin^d' req^lr^ents^ equipment replaceTD^eht, and from labtli , . • 

^jpeyating and -caiplt^l' wbuM- be in t^he region ■ of $20 mtllion per annum. 



* See abbv^ r^ferenped MCU report.,' fp. 453, for' measi3Ves pf copsfruction 
esAi^alation costs. Actually the njest V^cent^data from Sputh^m Business 
Publications and" Statistics. Canada suggest that*6% is far too low. / ' ^» 

^ Sdutham shows 6.3, 17i7j 15.8 and- 9.5 f 5r 1972, . 73, 74 and 75. Statistics ' 
• Canada shows 7.9, 10.2. ank 13.3' for 1972*, , 73 and,?74. ^ . ' \ . ' 

i^* The COFO--UO rfej^ort shpws.^bout. 3.6r'of ojjerating funds for furniture; and* 

^ equipment'; it 1,$ asj^um^ that 'about 1*.5% o| oparating fundj3 are 'expended 

' . for equipment,- > - , - . ^ ^'^ • « " * rr 



ivecent I>evelopgi€nts. in CPU Space and Utilization 'ResearchC \ 



The Subcommittee^on S^ace Coding and S^ace Classification has now completed 
its vorl^. ' ' " . .\ . ' . % ' ^ 

The space cfassif ication scheme of Building Blocks Volume 1 has been revised 
by the addition of several categories; definitions have been refin^; and 
a glossary' vvTltten as an aid to the interpretation of the definitions. The 
scheme. mee(:s the needs-of both MCU and the universities. - ^ 

A/ ^ • 

startding Subcommittee on Space Standards has concluded a re-examination 



of che-§pa6e and utilizatioa standards recommended- in the Building Blocks 

series. Ihe^S^bcommittee is satisfied that changes should bemade'in the • 

\. - * * • • ' • ' * 

c^^ of three categories: Undergraduate Laboratories, Graduate and Research- . 

LaboraVqries, Instructional Offices and Related S^ace,- The changes .ar^ in 

the nature of refinements which would not change significantly the space 

• " ' ' ' ' " 

^entitlement for 'system as \ whole but would make relativel^r. minor changes 

in the distribution of ^entitletoent among institutions were they adopted and * 

a formula- subsequently based on them. % ^ * • 

*The (new) Task Force on^Life Costs has started to collect life cost data' from 
one building on each of a number if campuses. The data being collected will 
assist- i^ the process of definin^ost classifications. Coomencing in 1976 
all tmfvers4ties will^ be requested to .su|yply data for representative samples 
of buildings. This will need to be continued for some tilse^before it wiU^e 



.00 



possible to carry* on the necessary -Snalyses and make conclusions about 

life costs. , ' , > 

-4 - . - ^ » > * » 

' ' ^\ 

4) As ^n additional project the Task Force h^^d considered undertaking an 

additional st\idy into techniques, building modif icatioas and procedures 
» • ~ '■' 

related to* energy conservation and their cost effectiveness. It lacked 
V . 

the time and resources to do this, however, and at the suggestion of th6 
Task Force, OAPPPA ftas taken on , this study arid will no doubt toake t,Ve"^ ' 
fln4iTigs 'known in due ^urse. 



Special Needs fot Additional New or Replacement Space /. 

The freeze on capital funds has created a .situation where some universities are 
almost without or with quite inadequate amounts of-xertain klnds^^of facili^des* 
Certain categories^ of space need to continue to grow irrespecrive of enrolment. 
Library space is one example. ScMne buildings had reached^ the end of their use-* 
fui iivesi at the time of the freeze and more buildings will be added to" the J^ist 
in future* Most important of all -are needs closel]^ related to the instructional 
and research functions, of universities. • 



The Conmittee understands th^ reluctance of the. government' to fi^nd a further 
general expansion of university facilities given the possibility of level or 
declinip^*enroliifents In the ^Eighties. But some needs for |iev* of steplac^ent 
space are, becoming serious enough" ^s to jti^tify adtion. this^)rqblan becomes 
even more. acute fot;^ those uniVersi^es which are^^curreiljbly renting space for 
offices and other u$e8^. • , ' . ' "1 V 



Recommendations ^ 

We have demonstrated a need for additional cyclic renewal funds-, whether from ' 
capita i.^oper at or1)othras followsT 

1) $21 njillion to be added to the 1975-76< funds- for ^cycliq renewal erf physieal 
plant s^ace. On a pro-lrata basis, , additional capital funds needed 'for 

\. .. 

equipnenc replacement aiaount to approximately $7 million. ^ 
.2)^ An additiQnal $10 -raillioj^ in of etating f^ndf for Equipment replacement and, 
feneuali, 

would be possible to provide ^he. whole of these additional needs througl^' 
capital funding. '^Tiatever the source of funds, w? recommend strongly that govern- 
ment take thes« demonstrated neeas into' accoSnt .when determining allocation amounts 
and, sources over the next decade. . '. ' 

• > ' . ' 4 

t ^ . ^ . , ' ^ - 

The rapital .allocations process now lacks rationality. To make the process morfe 

rational, we reconfliend the following: " . . ' . 

- " ■ . * i- 

V 

p Funding of cyclic renewal at the level^sugg<?,st^^ V 1., 

given, to instructional and r-esearch equipment. 

2) Immediate es|:abliahment of a, tripartite committee of ilbu,- OCHA and COU to ' 

recommend guidelines, procedures an<^ a timetable for accomplishing recom-/ 

p . i' • ^ ■ - - , . ' ^ . 

"mendations (3) through (8) belbw. 

3) Approval of the spaee coding atrf classif ication procedures to be recoim^ed *: 

shortly by the Copiittee .on Capital Financing. / , • 

^ ^-^^ • ' 

4) Adoption of -an agreed-upoft, set of space airf dtill2at4.on staiidards^f or^ihe ' ' 
system. We recoHopend the standards of the Building Blocks aeries revised ' , 

- ^ in tKe light, of' the findings of the landing Subcoimlttee. ^ • - • 

5) ^ Updating* of the universities* space inventories to the present year accordit^ 
^ to the classification and coding system recommended i)y the. Standing Sub- » 

cowaittee. • Suitable prograimes can he wit ten to.traafelate universities^ 
.<wllng ays tems^^ intact he standard systeta. ' . " " . • 



6/ Development of a unit cost' escalatiort indax to replace the outdated •$55 per 
NASF value or rational pxccedures for estijnatisg realistic cos t^ of projcct-s 

7^ Studies leading to the development of a rational solution to the age-quality 
allowance problem. ^^^^^^^.J^-^^ . * ** . 

p) Establishment of guidelines and procedures for including projects on a list 
of urgent projects and establishing their priority. 
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